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Irrepressible Conflicdk “2 te »} forty-eight hours, the tides of battle in the Senate have suddenly 
shifted. Despite wide pi ox McCarthy’s statesmanlike gesture, his move for limiting debate and 
call for an early censure vote, the Executive-Legislative conflict has actually increased — but under 
new form and shape. 


The major struggle now emerges as a fight between the President and the Leader of the GOP in 
the Senate on foreign policy. Observers are mindful that Eisenhower suffered a personal defeat in 
the recent elections, and this week’s Gallup Poll registered a big drop in the President’s popularity. 
On the other hand, Senator Knowland, the majority leader, has gained increased prestige from the 
victory of his faction of the GOP in California and forges ahead as leader on Capitol Hill. 


The struggle is reflected in talk in the Republican cloakroom, as follows: Secretary of State 
Dulles, scenting Knowland’s increasing popular support, has very privately been telling the Californian 
of his (Dulles’) antipathy to Red China. Indeed, it is known that Dulles assured Knowland in ad- 
vance that the Secretary of State’s speech scheduled for November 29 would contain a bitter arraign- 
ment of the Chinese Reds. But, the speech — when delivered — did not include this attack; it contained 
only the usual platitudes. Whether true or not, members in the GOP cloakroom believe that the Presi- 
dent — strongly influenced by Winston Churchill — made Dulles remove the fiery words against Red 
China from the speech. The upshot is that Senator Knowland is more resolved than ever to proceed 
with his foreign policy battle with the President. 


Within the Democratic Ranks: While Republicans tear Republicans to pieces on the Senate floor 
(vide Jenner’s justifiably indignant attack on Flanders last night), the Democrats are warring bitterly with 
each other behind closed office doors on Capitol Hill. The scrap turns on the naming of Democratic mem- 
bers to the two key House Committees — Rules, and Ways and Means — which exert major control over 
all legislation in the lower chamber. 


The traditionally opposed two wings of the Democratic Party — the Southern conservatives and the 
Northern “liberals” — are wrangling (mostly over long-distance phone lines) to get their members on 
these two committees, and additionally on the important Education and Labor committee. The latter 
group holds the veto over proposals for weakening the Taft-Hartley Labor Act; in previous sessions, 
the Southern conservative Democrats in coalition with Northern Republican conservatives have been 
able to bottle up such attempts on Taft-Hartley. Now, as of today, it is not so certain that the coalition 
will retain power over this and the other two bodies. Should this new development take place, advo- 
cates of party realignment claim that the conservative Southerners might revolt against the “liberal” 
Democrats and make common cause with Northern conservatives “across the aisle.” 


Around the Town: Secretary of Defense Charles Wilson has again startled the town (which has 
scarcely recovered from his “dog” remark): he has acquired a private foreign policy adviser — none 
other than Mr. George Kennan. This does not mean that Kennan is on Wilson’s staff. He is just a 
frequent visitor to Mr. Wilson’s office, where he seeks to “coach” the defense official on world policy. 
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Kennan, for years a State Department functionary, retired and for the past two years has been at 
Princeton — with Oppenheimer. The name of Kennan has been closely associated for many years 
with the concept of “containment of Russia” which shaped the course of our State Department since 
1946, during which time Soviet Russia has won most of the continent of Asia. At present, the Kennan 
policy is reportedly the “co-existence policy” which Moscow has, within recent months, so successfully 
disseminated. It is considered significant in the Capital that Wilson recently publicly stamped with 
approval the idea of “co-existence.” 


“ 


@ News that General MacArthur will break a long silence and make a speech the end of January 
causes no little discussion in political circles here this week. The address willébe given in California 
and naturally it is assumed that the General will support the policies of the senior Senator from that 
state. Two excellent books — The Untold Story of Douglas MacArthur, by Frazier Hunt (Devin-Adair) 
and MacArthur 1941-51 by General Willoughby and John Chamberlain (McGraw-Hill) have proved 
successes in the fall publishing season. The Hunt work reportedly has sold 25,000 copies so far. 


© The Federal Communications Commission will soon have a vacancy, the post now held by 
Miss Frieda Hennock, who is retiring. Her successor? It is thought that the new Commissioner should 
be a lady who is also a lawyer. Hence, FCC circles are talking about Miss Eva B. Adams for the job. 
Miss Adams is the long-time Administrative Assistant to the late Senator Pat McCarran of Nevada, and 
is a lawyer. Her long experience with legislation on Capitol Hill makes her eligible, say friends. 


Ten Millions: From a retired U.S. Army intelligence officer — a man whose reports to the U.S. 
Government over the past thirty years have made history — we have received an interesting picture of 
the extraordinary phenomenon of “Ten Million Americans,” the organization seeking signatures to op- 
pose the censure of Sen. McCarthy. Whatever the net results in terms of signatures and of action on 


Capitol Hill, the picture (which our friends give us) deserves study, as a case history of an American 
mass movement. 


“In the biggest urban area of our [Eastern] state,” writes our friend, “a semblance of an organi- 
zation formed around the President of a large local factory. He formed unofficial committees, whose 
organizational methods left much to be desired. And yet — the results to me seemed incredible. Such 
a mass outpouring of enthusiasm I have never seen in Europe or America. People somehow got peti- 
tions and went to work. In eight days, they collected 22,000 signatures, although the goal was only 
10,000. The local organization only tabulated a part of them — some three or four thousand, I esti- 
mate, went directly to the national headquarters in New York City. 


“One fact is certain. The middle and laboring classes of this area wanted to protest and they did. 
I think the whole movement represents the people’s frustration with things as they are. They have seized 
upon McCarthy as their leader because he is their only choice. The feeling is not confined to Roman 
Catholics, by any means. Whole Lutheran and Hungarian Evangelical congregations signed en masse. 
I was stupefied by this development. My cook (German Lutheran) who is pro-McCarthy kept a list in 
the kitchen and asked every one who came on deliveries or errands to sign the petition. Delivery boys, 
milkmen, gas repair men, garbage collectors — all signed. She got eight signatures and one turn-down. 
When you get “below the salt,” turn-downs are very rare. 


“The situation in the ‘upper classes’ is more difficult. The social register people are strongly anti- 
McCarthy. But not so are the manufacturers. The University Club of our largest city is the heart of 
the manufacturing interests. At lunch at the club, 90 out of 125 signed the petition. At the Country 
Club, which is not too ‘white tie,’ 41 out of 70 signed. 


“But the workers in the factories! At the big aviation plant, 600 signatures were collected in one 
noon hour. Probably we’ll never get — due to lack of organization — the real figures. But they are huge. 
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“Although I’m all for it, ’m just a little fearful. I’m not unaware that something unmanageable 
has got stirred up. The people want a leader and McCarthy is the only one who fills this void in their 
minds. True, it is obvious that the Senator does not want to be a leader. But if his enemies keep up 
their persecution of him, perhaps he won’t be able to avoid it. What I have seen in the past week is a 
deep undercurrent of fanaticism among the mass of the people — something I’ve never seen before in 
my life on two continents.” 


Prosecutor or Persecutor: Last Sunday, Senator Watkins (Rep., Utah) gave his version (on a 
nationwide television program) of the case for censuring Senator McCarthy in accordance with the 
recommendations of his special four-man committee. Some eminent lawyers who watched his 
performance were nonplussed by several of his statements. The lawyers found it difficult to believe 
that in one statement Watkins should be so ignorant of fundamental law. As for the other statement, 
they could only express distress that the Utah Senator (a former Judge) would seem to be so careless 
as to misquote Senator McCarthy on a point vital in his defense (McCarthy’s). 


McCarthy’s defense for his failure to appear before the Gillette committee is that he declined to 
accept an invitation to appear before the committee, but told the committee that he would appear if 
subpoenaed. According to Senator Watkins, addressing his public audience, a section of the Legisla- 
tive Reorganization Act of 1946 stated that a Senate committee could require the attendance of witnesses 
by subpoena or otherwise, and that the phrase “or otherwise” covered the case of an “invitation.” The 
lawyers pointed out that by an elementary rule for construing statutes (elementary even to law school 
students) the words “‘or otherwise” are controlled by the word “subpoena.” Such phrasing could not 
possibly mean that a witness invited by a committee must accept the invitation, and that he must attend just 
as though he had been subpoenaed. Unlike a subpoena, there is nothing compulsory about an “invitation.” 


But particularly shocking to lawyers was Senator Watkins’ charge that McCarthy had told General 
Zwicker that he was “unfit to wear the uniform of a General.” For a former Judge to misquote a de- 
fendant (McCarthy) carelessly, was highly disturbing to these competent legal critics, who knew what 
McCarthy had actually said. The Wisconsin Senator’s words were: “Any man who has been given the 
honor of being promoted to a General and who says ‘I will protect another General who protected Com- 
munists’ is unfit to wear that uniform, General.” The Watkins’ version of what McCarthy said is ex- 
pressed in the identical words adopted by the left-wing press, and by the Communists themselves. To 
find Watkins, in effect, peddling the Commie line in misquoting Senator McCarthy gives substance to 
McCarthy’s statement that the Watkins’ Committee was the “unwitting handmaiden of the Communist 
Party” in framing its charges against him. 


Watkins’ television performance plus other things known about the Utah Senator support the im- 
pression that the Utah Senator has been acting as a “stooge” of the left-wing group of the White House 
Staff, which has sought to muzzle McCarthy ever since the Republican Administration took office. Con- 
fidential sources say that Watkins is classified as “one of Max Rabb’s Senators.” Rabb is a power in 
the White House Secretariat and is said to frequently crack the whip over Senators, even giving them 
directions over the White House telephone. 


Hoover: As we predicted on October 27, former President Herbert Hoover went to Germany and 
among a number of fine speeches, one stood out for those who watch closely the unfolding of the Hoover 
philosophy. ‘One of the real foundations of peace,” remarked Mr. Hoover, “is the rise of what is some- 
times derisively called ‘Nationalism.’ There are those who with the organization of the United Nations had 
further dreams of some sort of world Government where the independence of nations would be cur- 
tailed or abolished. They denounce nationalism as a sin against peace and progress and as a wicked 
force.” 








Hoover, significantly, recurring to the theme of “nationalism” which he voiced in a speech in 
Chicago (see HUMAN EVENTS, July 7), went on: “But the spirit of nationalism in its true sense 
springs from the deepest of human emotions. It springs from a thousand rills of inspiring national 
history, its heroes, its common language, its culture and its national achievements. It rises from the 
yearning of men to be free of foreign dominations, to govern themselves. 


“Nationalism rises from our national sacrifices. Every nation has laid its dead upon the altar 
of its country. These died with their national flag before their eyes.and their national hymns upon 
their lips. National pride has swelled from their suffering and‘. sacrifice. Within free nations these 
emotions added to their religious faith is their spiritual strength. It sustains their resolution to defend 
themselves against aggression and domination.” 


Labor: A few weeks ago, 7,000 New York City truck drivers struck for wage increases and benefits 
costing 25 cents an hour. Three grocery chains capitulated immediately, offering the excuse that they 
could not allow all of their many stores to be closed down because of a small increase in their delivery 
costs. Once the employer front was broken, the rest of the employers rushed to sign up with the union. 


Now comes proof of the short-sightedness of the grocery chains. The rank and file of all of their 
other unions, with jurisdiction over employees in warehouses and stores, are on fire with demands for 
a 25-cent-an-hour increase. 


It could have been otherwise. For instance, the seven-months’ deliverymen’s strike against Pitts- 
burgh department stores caused a loss of $50 million in volume, but the stores won the right to substitute 
parcel post for store delivery; also, to make their own determination of the employment of helpers. The 
Pittsburgh mercantile employers realized that there is no limit to union demands except the willingness 
of employers to accept a strike. 


College Debate: The military and naval academies barred the debate question: “Should Red China 
be admitted to the United Nations?” Left-wing professors in other universities, seeing a chance to 
intimidate all anti-Communists, warned students that their careers might be jeopardized twenty years 
hence if they take the affirmative side. Murrow’s “See It Now” program televised the controversy, giv- 
ing it the usual “liberal” slant. 


However, all the discussion has missed the real point. The debate topic chosen each year by the 
Speech Association of America is automatically accepted by nearly every college and high school in 
the United States. Of a left-of-center complexion, the Association can usually be depended upon to 
select a question that will propose another step in the direction of collectivism, Big Government or “One 
Worldism”, and to reject all questions that propose an advance toward greater individual freedom and 
more limited government. In a debate on Red China’s admission to the United Nations, the affirmative 
half of America’s student debaters will assemble material and present the case for Red China. 


But observe what would happen if the more logical alternative question were chosen: “Should the 
United States resign from the United Nations?” The affirmative half of America’s student debaters would 
assemble the case for the dissolution of the United Nations. You can be sure that no “one-worlder”, 
no New Deal internationalist, would favor such a presentation — even if “both sides were offered.” 
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AGAIN THE INFLATION DANGER 
By Howarp BUFFETT 





B= IN 1945, Harry Dexter White, the Communist spy, was free-wheeling the Bretton 
Woods handout billions through a mesmerized House Banking Committee and a 
complacent Congress. It was then that, as a member of that committee, I got my first 
briefing on the managed money formula for perpetual prosperity. 

Visiting one of the nation’s leading bankers, I voiced fears that the Bretton Woods 
scheme, plus other post-war foreign handouts, would fuel inflation in America. 
“Certainly the cost of living is going to go up,” he responded, ‘‘and the buying power of 
the dollar is going to decline. But if we manage it carefully, the price level will only go 
up from 3 to 5 percent a year. In that way, we can enjoy a steadily rising business level 
and an unlimited period of prosperity.” 

It was a roseate picture he painted, but an apparent flaw prompted me to interrupt, 
“Yes, this all sounds very attractive, but let me ask a question. How will this gentle 
inflation affect the patriotic citizens who are putting their savings into war bonds, annu- 
ities, and other dollar obligations, and those who live on relatively fixed incomes?” 

Shrugging his shoulders he answered, ‘Oh, it’s going to be a little rough on them. 
But they’re just a part of the over-all picture. Our main job now is to keep the boom rolling, 
and a rising price level will do that. Prices must not go up so fast as to upset public confi- 
dence in the dollar. But by keeping money and credit expanding we will be able to keep 
business moving up indefinitely.” 

In 1945 this doctrine of sly, steady and relentless inflation shocked me. Yet since then 
it has been accepted and endorsed so widely that — it is clear — government and much of 
business is wedded to the idea. 

Consequently, today “Middle of the Road’ economics is based on ‘‘3 to 5 percent 
inflation annually.” Conversely, those who seek an honest dollar —a dollar that could 
have as much purchasing power 10 years from now as today — are labelled ‘too conserv- 
ative” or ‘“‘reactionary.” 

Yet a week before elections, on October 26, President Eisenhower declared, “‘A year 
ago inflation was halted.” Now “halted” is a word of several meanings. If the President’s 
intention was to report that inflation had ended, that would indicate that the 3-to-5-per- 
cent-a-year inflation was over. It would indicate that a sound currency was in prospect. 
On the other hand, perhaps his meaning carried the implication that a resumption of 
inflation might occur —a more likely interpretation in view of present economic thinking. 
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In either event, during the past year many indices. reflected the most stable consumer 
price level since 1945. That stability gives usa chance to review the road behind and assess 
the prospects ahead. Which view is correct? To get our bearings, a chart prepared by 
Professor Donald Kemmerer of the University of Illinois is helpful. First, this graph por- 
trays the depreciation of the purchasing power of the dollar since 1939. A second line is 
charted to show what would have happened if the dollar had lost 5 per cent of its remain- 
ing value each year. 

The result is startling. It shows that the actual dollar depreciation annually since 
1939 has been just under the 5 per cent amount my banker-mentor declared was desirable. 


It seems fair to conclude that so far this scheme has worked more or less “according 
to plan.” 


W'* HAVE HEARD a lot about the so-called social gains of this inflation policy. It would 
seem only appropriate that the whole story be told. 

Various estimates have been made of the financial loss suffered by dollar obligation 
investors since 1939. Carefully assembled statistics were presented by E. C. Harwood of 
the American Institute for Economic Research before a Senate Committee last spring. 

According to these estimates, 158 billions of buying power have been confiscated 
from those buying dollar obligations since 1939. Of this amount, the loss to those owning 
U. S. Savings Bonds has been over 21 billions out of 57 billions outstanding. The amounts 
are, indeed, large. But their significance is clear. ‘The savings of the individual who 
sought to provide for his future by investing in dollar obligations have been cut in half. 

Out of curiosity, I carried out to 1969 the 5 percent a year depreciation line on Pro- 
fessor Kemmerer’s chart.. This showed what would happen to the dollar if we had 15 more 
years of such managed inflation. The result indicated that the 1969 dollar would buy less 
than what 24 cents would have bought in 1939. More important to you and me in 1954, 
it indicated that those who save dollars zow would lose more than 50 percent of their 
buying power by 1969. 

Of course if inflation is ended, then the foregoing calculations are no more than a 
mathematical exercise. Actually, what is the outlook? 

Probably the best way to answer that question is to review the factors making for 
inflation in 1939, and then to decide whether the same factors are present in 1954, Finally, 
after determining whether these pressures are stronger or weaker in 1954, we should 
have a preview of the prospects ahead. 


eb CONSIDER ALL the evidence is not feasible. Therefore, the effort here is limited to 
selected fundamentals. 

(1) NATIONAL DEBT. The rise in the Federal debt has been publicized so much 
that its importance is a victim of the familiarity that breeds contempt. But, at $275 
billions, the debt is almost seven times as large as the $40 billion total in 1939. Addition- 
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ally, the rise in the Federal debt has naturally been accompanied by a rise in interest costs. 
In 1939, that expense was under one billion a year. Now it is about six billions a year, or 
500 percent greater. 

When private debt is added to public debt (federal plus governmental subdivisions) , 
we reached the fantastic net debt total of $585 billions at the end of 1953. The compar- 
able figure in 1939 was $183 billions. Inflation advocates belittle this mountain of debt, 
referring to the gain in gross national income. But they pass over lightly the fact that this 
income rise has been fueled by a debt increase averaging about $100 million per 
day, every year (based on a five-day work week), since 1939. The 1953 debt increase was 
2914 billions. 

(2) NUMBER OF PEOPLE RECEIVING FEDERAL CHECKS EVERY MONTH. As 


‘of June 30, 1939, about 4,849,000 persons were receiving a Federal check every month. In 


1953, fourteen years later, 20,120,000 people were receiving a regular monthly check 
from the government. In short, the political potency of this factor has increased 400 per- 
cent since 1939. 

(3) MILITARY SPENDING. In 1939 the item later described in the Atlantic 
Charter as the “crushing burden of armaments” cost the American people one billion, 
258 millions of dollars. In 1953, expenditures of the armed forces were over 45 billions of 
dollars, an increase of 3600 percent since 1939. 

_ (4) INDUSTRIES DEPENDENT ON GOVERNMENT SPENDING AND CREDIT. 
In 1939 the only industry dependent on government spending was the aircraft industry. 
Today the number of such industries has increased ten-fold or more. The mining industry 
depends on government stockpiling; the building and building supply industries are 
supported by artificial government credit; the auto, aircraft and C7 pemagiten industries 
require defense contracts to keep their labor force busy. 

(5) PRESSURES BY FOREIGN GOVERNMENTS RELYING ON AMERICAN 
HANDOUTS TO BOLSTER THEIR ECONOMIES. In 1939 no foreign land received any 
significant financial support from the U.S. Treasury. But in 1954, according to a House 
Report dated June 25, the U.S. Treasury funneled American tax dollars to 54 foreign 
lands. According to the Commerce Department, this aid totaled over five billion dollars 
in fiscal 1954, and we are now in the 10th post-war year of such giveaways. 

It would be difficult indeed to attempt to measure the inflationary pressures aaa 
by this bipartisan foreign policy of subsidizing the budgets of foreign countries. : 

In the 1948 debate on the Marshall Plan, I entitled my speech on the floor of the House, 
“Give Us the Dough or Communism Comes in the Morning.” The language used in the 
title could certainly be improved. But its accuracy, as prophecy, leaves little to be desired. 
From every non-Russian land on earth comes regularly or intermittently the plea or 
demand for financial assistance. For instance, Prime Minister Yoshida of Japan recently 
proposed a multi-billion dollar Marshall Plan for Asia. | 









































Bo THE FOREGOING comparisons with 1939, other important elements deserve con- 
sideration. But rather than attempt to cover them all, it seems better to spell out 
briefly a political factor on which there can be no statistics. It is the decline of individual 
integrity in America — a decline for which, I hasten to add, little or no blame is attached ey 





to the average citizen. The last time the American electorate had a chance to vote for a con- 2m 

servative platform was in 1932. At that time, in the midst of a great depression, voters Crisi 

elected a candidate running on a staunchly conservative program. That the promises of by ( 

that program were then discarded was not the people’s fault. Sena 
But now levies fall on the American taxpayers year after year for spending projects 

all over the globe. For 15 years our people have seen their government toss billions away. ne 

ave 


How will these taxpayers respond when events finally force that same government to de- 





mand that U.S. citizens endure austerity and stern economy? How will our people i 
respond after having seen the purchasing value of their earnings and savings relentlessly 
confiscated year after year, both by cruel taxation and cunning inflation? The prospect is has 
not reassuring. issu 

Is inflation halted? a 

For the moment, yes. But not for long, unless there is somehow instilled in our ruling re 
politicians the courage, integrity and ability to renounce and terminate the monetary 
policies that fuel inflation. The task is monumental. It can not succeed, unless the 
business, labor and farm leaders all get into the fight to force our federal officials to end wor 
inflation. : Las 

The great danger is that some day the patriotic majority, whose faith in their govern- 4 
ment has prevented them from suspecting a pattern of deliberate inflation, may discover the rif 
fraud of which they are the chief victims. When that day comes, and come it will unless a 
move to relative stability soon takes place, the results will not be pleasant. One of two apo 
consequences is probable: either the long-suffering majority will join the flight from the tha 
dollar now proceeding so smugly among the more sophisticated, or they will demand and abr 
get economic regimentation for all —a move that will turn our slow advance towards 
socialism into a forced march at double time. Either result would be disastrous. tol 

What can be done to prevent such alternatives? It is neither proposed nor implied 8g 
here that a deflation of the present price level is practical or desirable. The inflation that ou: 
has occurred cannot be undone. But inflation is an economic narcotic, and like all nar- Tr 
cotics, the longer corrective action is put off, the more difficult cure becomes. 

The only way to conquer the menace of inflation is, now as always, by the restoration 3, 
of honest, redeemable money. Until that takes place in the U.S., all our defenses — re 
military, economic and moral — are built on sand. in 

Mr. Buffett served four terms in Congress, as Republican Representative for the 2nd Congressional District 
of Nebraska. He retired in 1952 and returned to private business. In the last Presidential nominating campaign, $a 
Mr. Buffett was active on the Taft committee. 
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